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The attached Report is up to date as of July, 195). 
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On October 1, 1955, fares were increased as follows: 


System Pare (with tranafer)oscscesowssevsvcvns eval 
(Tokens sold at 20¢ each) 
Local ride (without transfer) ..ccsccccccescecsccel 5d 


Children, between ages of 5 and ll years,.oceseeeedd 


NOTE: If the information, or any part thereof, con- 


tained in this report is used, it is to be 
quoted and the source acknowledged as from 


"Report by League of Women Voters of Massa- 


chusetts." 


Public Relations Department 
Metropolitan Transit Authority 
May 1, 1956 
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The Metropolitan Transit Authority is a political subdivision of 
the state, composed of fourteen cities and towns which own and 
Operate the metropolitan transit system under and in accordance 


with Chapter 5, of the Acts of 19l,7. 


Development of Metropolitan Transit 
The history of the public transit in Boston may be divided 


into three parts: 

1 - Period of Private Operation of Boston Elevated Railway 

Company (1887-1918) 

2 = Period of Public Control and Operation of Boston 

Elevated Company (1918-1917) 

3 = Period of Public Ownership: The MTA (19l,7-present). 
It will be noted that the trend toward public ownership started 
many years ago. 
Le Private Operation: 1887-1918 

In 1887 the General Court approved a charter for the con- 
solidation of the then-existing horsecar lines, which had 
formerly been competitive, into the West End Street Railway 
Company. Electrification was soon started and by 1900 the last 
horsecar line went out of existence. This brought with it in- 
creased traffic congestion. Surface cars in Boston's narrow 
streets were averaging two miles an hour when in 1895 the Mayor, 
Nathan Matthews, Jr., made what was a daring recommendation for 


that time. He suggested that the city build an underground 


0% 
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railway. No other city in America had subways at that time. Work 
began in 1895 under the supervision of the Boston Transit Commission, 
a newly-established agency set up by the Massachusetts Legislature. 

In 1897 the Legislature chartered the Boston Elevated 
Railway Company which was to build and operate elevated lines, 
and in legislation authorizing the new company to lease the 
West End Street Railway Company, there was included a provision 
that fares would remain at 5 cents for a period of 25 years. 

Expenses went up due to the advent of World War I with 
increases in cost and carrying charges of new subways, increases 
in cost of materials and supplies and rises in wages due to the 
unionization of employees in 1912. Furthermore, the number of 

riders had not increased as anticipated so that by 1917 the 
Company was unable to meet its obligations and was facing bank- 
ruptcy since it was still bound to retain the 5 cent fare. 
During this period financial management had been poor; practically 
no funds for depreciation and obsolescence had been provided. 
In 1917 an engineering survey showed that "more than three 
quarters of the life of passenger equipment has been expended," 
The situation was so serious that city and state officials 
moved in. Suggestions were made for increasing the fares and 
also for public ownership. 

2. Public Control: 1918-19)7 

The result of this crisis was the passage by the General 
Court in 1918 of the Public Control Act. This called for: 

1 - five trustees appointed by the governor 

2 = a ten year period of public control 


3 = a guaranteed return of 6 percent to the owners 
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l. - cost of service to be paid by riders but with the pro- 
vision that any deficit would be assessed on the fourteen muni- 
cipalities served (Arlington, Belmont, Boston, Brookline, 
Cambridge, Chelsea, Everett, Milton, Medford, Malden, Newton, 
Revere, Somerville, Watertown) in proportion to the number of 
persons using the service in each town 

5 - El management to raise 3 million dollars, 2 million to 
be used for rehabilitation and 1 million as reserve cash for 
unexpected cost increases, etc. 

An important milestone on the road to public ownership was 
the first provision which took away control by the stockholders 
and directors and gave it to trustees appointed by the Governor. 

The provision that fares should be based on the cost of 
service, rather than arbitrarily set, resulted from the proven 
inadequacy of the previously fixed fare. Under the new law, 
the Trustees were required to fix rates of fare which in the 
judgment of the Trustees insured sufficient income to meet the 
cost of service. The cost of service was defined to include 
both operating costs and fixed charges, and among the fixed 
charges was the guaranteed return to the owners. 

Public control was to continue from year to year after the 
ten years unless terminated upon two years! notice. 

During the first year of public control there was a deficit 
of $5,500,000 despite the fact that one month after taking over, 
the trustees raised the fare to 7 cents and four months later to 
8 cents. In 1919, the next year, the fare was increased to 
10 cents. From this time until 1930, careful management, de- 
creased expenses and the increased income from the 10 cent fare 


made it possible to repay all but $1,1],00,000 of the first year's 
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deficits. During the latter part of this period the increasing 
use of automobiles made itself felt in decreasing numbers of 
riders. 

In 1930, after 12 years of public control, a public refer- 
endum was voted on by the municipalities in the district as to 
whether public control should be continued, public ownership 
should be established or whether private control should be re- 
sumed. The vote favored public control with the next largest 
vote for public ownership. 

The Act of 1931 therefore changed the Public Control Act 
of 1918 in the following manner: 

1 - Extended public control until 1959 

2 - Lowered dividend rates on common stocks to 5 percent 

3 - Authorized the Metropolitan Transit District to purchase 
El bonds and issue its own bonds in order to retire preferred 
stocks of the El. This District, which had been created two 
years earlier, and was later called the Boston Metropolitan 
District, comprised the same 1); municipalities served. 

l. = Included an option under which the public could purchase 
the property 

| 5 - Gave the Metropolitan Transit Council, created by the 
1929 Act and consisting of the mayors of cities and chairmen of 
selectmen in towns in the District, the right to require increases 
in fares when there was a deficit. (In 1952 the powers of this 
Council, whose name was changed to the Advisory Board of the MTA, 
were enlarged so that now it acts in a general advisory capacity.) 

Under both the 1918 and the 1931 Acts, theoretically there 


should have been no deficit operation over a prolonged period as 
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these Acts were based upon a service-at-cost basis. Although the 
Board of Trustees had authority to raise fares, with or without 
affirmative action on the part of the Metropolitan Transit Council, 
the Trustees operated the property on a basic fare of 10 cents 
during the 1931-191 period with relatively low annual deficits 
varying from a high of $2, 84.2,000 in 1939 to a low of $1, 311,000 
in 19,1, or a total of over $2,000,000 in twelve consecutive 
years. 

Pakoeneme increased during the war years, 192 and 19)3, 
and income was sufficient to meet the cost of service, to re-= 
store the reserve fund of $1,000,000, and to pay to the cities 
and towns served $1,300,000 on account of past deficits. How- 
ever, deficits returned in 19), 19)5 and 19.6 and despite the 
fact that the Company carried more riders than ever before in 
19))6, the balance of the reserve fund was wiped out and there 
was a deficit assessment on the 1) towns in the amount of 
$787,500. 

In December of 19)}6 the Company announced it would default 
on taxes and interest on district bonds. The pressure for public 

ownership caused by the deficit assessment and the defaulting 
was further increased by the publication of the 1917 report of 
the Metropolitan Transit Recess Commission which strongly recom- 
mended public ownership as provided for in the Act of 1931. 

3. Public Ownership: 19. 7-present 

On June 19, 197, the Legislature passed the Act creating 
the Metropolitan Transit Authority. On Ausust 29:on that year 
the Authority exercised its option and acquired the property by 


the payment of $20,297,190 (an amount equal to $85.00 per share) 
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to the stockholders. The MTA Act called for: 

1 - Five trustees appointed by the governor who manage the 
system, determine character and extent of service, and, subject 
to the approval of the State Dept. of Public Utilities, fix fares 

2 - Adherence to the "cost of service" fare which included 
both operating costs and fixed charges such as subway rentals, 
interest on bonded debt and local real estate taxes 

3 = Continuation of subway rental payments to Boston and 
to the Commonwealth on the Cambridge subway 

mM - Further extensions to be approved by popular referendum 
in the particular town to be served. 

Under the new set-up, guaranteed dividends were eliminated 
and the Authority was no longer subject to Federal income and 
excise taxes since it was not now privately owned, 

In 199 the Legislature altered the 19,7 Public Ownership 
Law by abolishing the Boston Transit Department and transferring 
ownership of the subways, tunnels and facilities to the MTA, 
and by refinancing the MTA's debt (which debt was incurred on 
account of the acquisition of the railway property) to the 
Boston Metropolitan District over a longer period of time. 

This refinancing, plus the elimination of real estate taxes 
and the charge for depreciation on rolling stock, was estimated 
to..zreduce “eost of service by vont 5 million dollars annually. 

In August 199 a system of modified zoned fares of 5, 10, 
15 and 20 cents was inaugurated. Until this time, the system's 
basic fare of 10 cents had remained unchanged for thirty years. 
This zoned system proved unsatisfactory, however, and in December 
199 the trustees requested a revision of fares for a minimum 


10 cent fare for a local ride and 15 cents for a ride with 
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transfer privileges. This request was approved by the Department 
of Public Utilities, (Pupil's tickets, including transfer privi- 
leges remained at 5 cents.) 

In 1953 Governor Herter recommended that the number of MTA 
trustees be reduced from five to three. His newly-appointed 
three trustees succeeded in 1953 in lowering operating expenses 
by about $2,000,000 through various economies, one of which was 
having the individual communities rather than the Authority pay 
for snow removal. Nevertheless because of continuing decline in 
riders, the deficit increased. The trustees applied to the 
Department of Public Utilities in the fall of 1953 for a rise 
in fares to 15 cents for a local ride and 20 cents for a ride 
with transfer priviliges, but this proposal which did not meet 
the cost of service was rejected. In November 1953 2 more dras- 
tic increase ranging up to almost 100% based on zoned fares 
which would meet the cost of service was proposed. 

To extricate the system from this continuing problem, the 
Legislature in March 195), changed the basis under which the 
trustees were to fix fares. Under the new law, the fixed 
charges of the MTA, which include Cambridge subway rental, interest 
and payments on the funded debt, are not included in expenses 
controlling rates of fare, Therefore, fares must not cover only 
the actual operating expenses and social security taxes of the 
MTA. In 1953 the deficit of the railway was reported as 
$8,350,676 with fixed charges around $5,600,000 ana operating 
deficit around $2,800,000. After this change in the law, the 
trustees on April 6, 1954, applied for fare increases to the 


Dept. of Public Utilities and were granted fare rises as follows: 
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20 cents cash fare including transfer privileges; 18 cents token 
fare with transfer privileges (sold only 5 for 90 cents); 13 cents 
local fare with no transfer; 5 cents for children under 15 years 
of age. Although there was opposition to these increases, it 
appears that the present fares will meet the new fare base. In 
fact, earnings above operating expenses and taxes totaled 
$12,367 in April and $86,265 in May, the latter the first 


full month under the new fare. 


Present Problems of the MTA: The Deficit 

Changing of the basis for determination of fares, which 
results in the assessment through the deficit of part or all of 
the fixed charges on the 1h municipalities, and increased fares 
may not solve all the problems of the MTA. Other suggestions 
that have been made to meet the deficit (all requiring legisla- 
tive action) include establishing a head tax on all adults in a 
prescribed area, and taxing cars in the district and the fringe 
area. A report published by the Bureau for Research in 
Municipal Government at Harvard, which favored assessing the 
fixed charges on the municipalities, has also suggested that 
25 percent of future operating losses be paid by the fringe 
towns (Braintree, Dedham, Lexington, Lynn, Melrose, Needham, 
Quincy, Reading, Saugus, Stoneham, Wakefield, Waltham, Wellesley, 
Winchester and Woburn) and 75 percent of the future operating 
losses to be paid out of the general funds of the Commonwealth. 

Although a reallocation of financial assistance by assess- 
ing fringe towns and the Commonwealth would be welcomed by the 


cities and towns now in the district, there is certain to be 


strong opposition to this from the rest of the Commonwealth. 


ans 
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The desires to dispose of the recurring deficit and to please 
the riding public have resulted in the whole system becoming 
something of a political football. 

Qn the other hand, any proposal to reduce the deficit with- 
out increasing fares drastically will receive some support 
as increased fares, in addition to being generally unpopular, 
usually result in decreased patronage, and declining patronage 
is perhaps the most critical problem of the MTA. 
Present Problems of the MTA: Declining Patronage 

Declining patronage may be expected to continue since it 
is clear that the automobile is here to stay. These figures 
give an indication of the problem. In 1897 the plant invest- 
ment serving the public was worth $25,250,000. By 19.8 the in- 
vestment had reached $185,500,000, or an increase of 63) percent. 
Operating expenses, independent of fixed charges, were 
$6,200,000 in 1897 and by 19),8 had risen to $38,900,000, an 
increase of 527 percent. But total revenue passengers carried, 
amounting to 172,500,000 in 1897, were only 381,000,000 in 198, 
an increase of only 121 percent, a total that had been reached 
thirty years before. The decline has been particularly obvious 
during the off-peak hours when a ]|5-50 percent drop from 19)6 
to the present on Saturdays and Sundays has been noted compared 
to an overall drop of about 36 percent. Nevertheless the MTA 
still carries an impressive number of people during the rush 
hours. 

Some suggestions for increasing patronage are: construction 
of further extensions to the suburbs where the population is 


expanding, reduction of fares during off-peak hours to attract 
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more riders, establishment of large parking lots at termina of 
subways, prohibition of private cars in downtown areas during 
certain hours thereby forcing patronage of the MTA, which has 
already been tried to some extent, and integration of the MTA 
with other local transportation. 

In its annual report for 1953 the Trustees suggest that the 
problem of declining patronage may be met by a sharp reduction 
in service. They say that "frequency (of service) has been fans 
beyond that being operated by any of the various transportation 
companies, including the railroads, which serve the needs of 
two-score similar communities located adjacent to those served 
by the MTA," and "frequency of service will hereafter be deter- 
mined by community needs and passenger possibilities." While 
this may improve the financial picture, it is unlikely to impress 
the suburbanite with the advantages of leaving the family car at 


home and taking the MTA. 


Conclusion 

The problems presented by declining patronage and high 
operating costs are rendered more difficult of solution by the 
poorly drawn lines of responsibility that are perhaps inevitable 
in a publicly owned public utility. The power of the Trustees, 
appointed by the Governor to manage the MTA, is Limited by the 
Legislature, which must approve any changes in the laws under 
which the system operates, and by the DPU which must approve 
any changes in rates of fares and bus and trackless trolley 
routes. The Advisory Board, composed of representatives of the 
1h communities, may advocate one policy, the Legislature, repre- 


senting all the municipalities in the Commonwealth, may favor 


- 
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another. In the past the Legislature has tended to take ma jor 
action on the MTA only in times of crises, and pressures from 
basi 5 constituents on the legislators has often made them act 
in a way that may be more beneficial to their own municipality 
than to the well-being of the system as a whole. 

Despite the growth of the suburbs and increased dependence 
on automobiles, it is still considered necessary to have a 
public transit system and therefore these problems are likely 
to remain with us. It should be noted that problems of public 
transportation are not peculiar to the Boston area but are 


shared by public transit systems throughout the United States. 
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